The classic economic approach of using incentives is not always the best way to change human behaviour, argues Paul Ormerod.
cities, in close, everyday proximity to large numbers of other people. And the Internet has revolutionized communication.
Social networks are often thought of as a web-based phenomenon: Facebook, for example. Such forums can indeed influence behaviour. But real-life social networks -family, friends, colleagues -are even more important in helping to shape preferences and beliefs.
Social problems such as obesity are driven by network effects. It is not that people decide to copy fat friends and eat huge amounts; here, the network effect is one of peer acceptance. If most of your friends are obese, then it is more acceptable for you to put on weight. The problem of worklessness is also driven by networks. My home town of Rochdale, UK, attracted notoriety a couple of years ago when 84% of working-age adults on one council estate were found to be on benefits. Yet estates with very similar socioeconomic backgrounds had much lower rates, although still high by national standards. The social values of some estates had evolved to make being on benefits the norm. A great deal of Europe's economic policy can be seen as an attempt by various players to use the social-network effect to get their narrative version of events to 'go viral' and dominate financial markets, almost without regard to objective reality. For example, although the United Kingdom has a higher public-sector debt relative to the size of its economy than, say, Spain, the United Kingdom is perceived as sound and Spain as risky.
Thanks to advances in network theory, we now know much more about how behaviour is spread and contained across networks than we did even ten years ago. Something that is particularly disturbing for policy-makers is the inherent level of uncertainty: some network effects simply fail to spread, and it is impossible to predict accurately how much traction an idea will get, and how any one event will unfold.
Tackling social, economic and global issues, such as climate change, will require real, fundamental changes to behaviour. To make this a reality, policy-makers, in both the public and the corporate sphere, will need to radically change their view of how the world operates. The inherent uncertainties of social networks make policies much harder to implement, so network theory must come up with effective, practical tools that help policy-makers to achieve their goals. For when they work, as we saw in London, social networks are a powerful and useful way to get things done. ■
